NOTES TO GENERAL PURPOSE
FINANCIAL STATEMENTS




CiTY OF NORTH MIAMI, FLORIDA

NOTESTO THE GENERAL PURPOSE FINANCIAL STATEMENTS

FISCAL YEAR ENDED SEPTEMBER 30, 2001

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The City of North Miami, Horida (the City), located in Miami-Dade County, was incorporated in
1926, and comprises approximately nine square miles. The City operates under the Council -
Manager form of government and provides the following services. public safety, public works,
sanitation, stormwater management, library, parks and recrestion, community planning and
development, and water/sewer utility.

The financia statements of the City have been prepared in accordance with accounting principles
generdly accepted in the United States (GAAP) as applied to governmenta units. The
Governmental Accounting Standards Board (GASB) is the standard-setting body for governmental
accounting and financial reporting. The GASB periodically updates its codification of the existing
Governmental Accounting and Financia Reporting Standards, which, aong with subsequent
GASB pronouncements (Statements and Interpretations), constitutes GAAP for governmental
units. The more significant of these accounting policies are described below.

1. Reporting Entity

The City isamunicipa corporation governed by an elected mayor and a four member council.
As required by accounting principles generally accepted in the United States, these financial
statements present the City and its component units, entities for which the City is financialy
accountable. Blended component units, although legally separate entities are, in substance, part
of the City's operations and so data from these units are combined with data of the primary
government. The City has no blended component units. The City’s discretely presented
component unit, on the other hand, is reported in a separate column in the combined financia
statements to emphasize it is legaly separate from the City. The City’s discretely presented
component unit has a September 30th year end.

Discretely Presented Component Unit

The Museum of Contemporary Art, Inc. (MoCA) is a not-for-profit corporation. The City
Council has the ability to remove members of the governing board of MoCA for cause.
Additionally, MoCA is fiscaly dependent upon the City. MoCA is presented in a separate
column in the genera purpose financial statements. Complete financiad statements for
MOoCA can be obtained directly from their adminigrative offices. Museum of Contemporary
Art, Inc., 770 N.E. 125th Street, North Miami, Florida 33161.

Other Component Unit

The City of North Miami Health Facilities Authority was created pursuant to state statute to
issue specid obligation debt for capita improvements on certain hedth facilities located
within and outside the City limits. The debt is supported solely from revenues generated by
sad facilities and does not condtitute an obligation of the City or the Authority. The
Authority receives no revenues and makes no disbursements. Because there are no assets,
ligbilities or results of operations to report, no disclosure other than this description is made.
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CiTY OF NORTH MIAMI, FLORIDA

NOTES TO THE GENERAL PURPOSE FINANCIAL STATEMENTS
(Continued)

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
1. Reporting Entity (Continued)
Other Component Unit (Continued)

The North Miami Hedlth Facilities Authority is a component unit because the sole activity in
which it engages, i.e., the issuance of revenue bonds to finance hedlth care facilities, is
subject in each instance to the approva of the City Council. In addition, the City Council is
responsible for appointing the members of the Board of the Authority.

2. Measurement Focus, Basis of Accounting and Basis of Presentation

The accounts of the City are organized and operated on the basis of funds and account groups.
A fund is an independent fiscal and accounting entity with a self-balancing set of accounts.
Fund accounting segregates funds according to their intended purpose and is used to aid
management in demonstrating compliance with finance-related legal and contractual provisions.
The minimum number of funds is maintained consgent with legd and managerid
requirements. Account groups are a reporting device to account for certain assets and
ligbilities of the governmenta funds not recorded directly in those funds.

The City has the following fund types and account groups:.

Governmental funds are used to account for the City’s general government activities.
Governmental fund types use the flow of current financial resources measurement focus and
the modified accrua basis of accounting. Under the modified accrua basis of accounting
revenues are recognized when susceptible to accrual (i.e., when they are measurable and
available). Measurable means the amount of the transaction can be determined and available
means collectible within the current period or soon enough thereafter to pay liabilities of the
current period. The City considers al revenues available if they are collected within 60 days
after year end. Expenditures are recorded when the related fund liability isincurred.

Taxes, intergovernmental revenues, and interest are susceptible to accrual. Property taxes are
recognized as revenues in the year for which they are levied. Grants and similar items are
recognized as revenue as soon as al digibility requirements have been met. Other receipts
and fees become measurable and available when cash is received by the City and are
recognized as revenue at that time.

Expenditure driven grants are recognized as revenue when the qualifying expenditures have
been incurred and al other grant requirements have been met.

Governmental Funds include the following fund types:

The General Fund is the City’s primary operating fund. It accounts for al financia
resources of the general government, except those required to be accounted for in another
fund.

The Special Revenue Funds account for revenue sources that are legally restricted to
expenditures for specific purposes (not including expendable trusts or mgor capital
projects).
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CiTY OF NORTH MIAMI, FLORIDA

NOTES TO THE GENERAL PURPOSE FINANCIAL STATEMENTS
(Continued)

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
2. Measurement Focus, Basis of Accounting and Basis of Presentation (Continued)

The Debt Service Funds account for the servicing of general long-term debt not being
financed by proprietary funds.

The Capital Projects Funds account for the acquisition of fixed assets or construction of
magjor capital projects not being financed by proprietary funds.

Proprietary Funds are accounted for on the flow of economic resources measurement focus
and use the accrual basis of accounting. Under this method, revenues are recorded when
earned and expenses are recorded at the time liabilities are incurred. The City applies all
applicable Financia Accounting Standards Board pronouncements issued on or before
November 30, 1989 unless those pronouncements conflict with or are contradicted by GASB
pronouncements. Proprietary funds include the following fund types:

Enterprise Funds are used to account for those operations that are financed and operated
in a manner smilar to private business or where the Council has decided that the
determination of revenues earned, costs incurred and/or net income is necessary for
management accountability. Included therein are the City’s water and sewer utility,
stormwater utility and solid waste services.

The Internal Service Funds are used to account for the financing of goods or services
provided by one department to other departments of the City on a cost reimbursement
basis. Each contributing fund is charged a fee in relation to the total estimated liability.
Internal service funds consist of the General Risk Management Fund, the Group Health
Risk Management Fund, and the Fleet Management Fund. The Genera Risk Management
Fund accounts for self-insurance programs which provide comprehensive generd, auto
liability and workers compensation coverage. The Group Hedlth Risk Management Fund
accounts for group health and life benefits for the City's employees funded by contributions
from the City and its employees. Effective January 1, 1998, the City’s self-insured hedlth
program was discontinued and the City purchased a fully insured group health/dental plan.
Beginning in fiscal year 2000, funds remaining in the Health Insurance Trust Fund are being
used to pay the costs of employee hedlth insurance premiums. The Fleet Management
Fund operates as a motor pool fund whereby the user department is charged a fee based
upon the usage of motor vehicles. Substantialy all excess funds are committed to the City's
vehicle replacement program.

Fiduciary Funds

Trust Funds include Expendable Trusts and Pension Trusts and are used to account for
assets held by the City in a trustee capacity. Expendable trust funds are accounted for
using the same current financial resources measurement focus as governmental funds and
the modified accrual basis of accounting. The Law Enforcement Expendable Trust Fund is
legally mandated and used to account for revenues from the auction of forfeited vessels,
motor vehicles, aircraft, and other personal property, proceeds of which are to be used for
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CiTY OF NORTH MIAMI, FLORIDA

NOTES TO THE GENERAL PURPOSE FINANCIAL STATEMENTS
(Continued)

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
2. Measurement Focus, Basis of Accounting and Basis of Presentation (Continued)
Fiduciary Funds (Continued)

certain law enforcement purposes only. The Federal Forfeiture Expendable Trust Fund
accounts for confiscated monies from cases involving federal agencies and the City's police
department. The Law Enforcement Block Grant Expendable Trust Fund was created to
account for the City’s entitlement under the local law enforcement block grant program.
The Pension Trust Funds (CTS Plan and 748 Plan) are used to account for the City's two
single-employer defined benefit pension plans covering substantidly al of its employees.
The Pension Trust Funds are accounted for on a flow of economic resources measurement
focus and use the accrua basis of accounting.

Account Groups. The general fixed assets account group is used to account for fixed
assets not accounted for in proprietary or trust funds. The general long-term debt account
group is used to account for general long-term debt and certain other liabilities that are not
specific liabilities of proprietary or trust funds.

3. Budgets - Legal Compliance

The City follows these procedures in establishing the budgetary data reflected in the financial
statements as follows:

(1) 35 days prior to fisca year end, the City Manager submits to the City Council a proposed
operating budget for the fiscal year commencing the following October 1st. The operating
budget is restricted to proposed expenditures and the means of financing them by means of
appropriated revenues, other financing sources and appropriations of fund balances.
Budgetary control over expenditures, including capital outlay and operating transfers, is
legally maintained a the fund level, except for the Genera Fund which is a the
departmental level.

(2) Two public hearings are conducted to obtain taxpayer comments as required by Truth in
Millage (TRIM) legidation.

(3) Prior to September 28th (unless preempted by TRIM) as stated in the City's Charter, the
budget islegaly enacted through passage of an ordinance.

(4) Encumbrance accounting, under which purchase orders, contracts, and other commitments
for the expenditure of monies are recorded in order to reserve that portion of the applicable
appropriation, is employed in al governmental funds. Under accounting principles
generaly accepted in the United States, encumbrances are recognized as reservations of
fund balance. The City's budgetary basis includes encumbrances as expenditures. The
accompanying financial statements present comparisons of the budget with actual data
adjusted to the budgetary basis.
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CiTY OF NORTH MIAMI, FLORIDA

NOTES TO THE GENERAL PURPOSE FINANCIAL STATEMENTS
(Continued)

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
3. Budgets - Legal Compliance (Continued)

(5 The City Manager may at any time transfer any unencumbered appropriated balance or
portion thereof between general classifications of expenditures within an office,
department or agency. At the request of the City Manager and within the last three
months of the budget year, the Council may by resolution transfer any unencumbered
appropriated balance or portion thereof, from one office, department or agency to another.

(6) Budgeted amounts are as originaly adopted or as amended. No significant revisons to the
budget were required in 2001. There were no supplemental appropriations during fiscal
year ended September 30, 2001.

(7) Unencumbered appropriations lapse at year-end.

(8) The City legaly adopts annua budgets on a basis consistent with accounting principles
generally accepted in the United States, except for encumbrances, and specia insurance
premium assessments, for al governmental funds.

4. Cash and Short-Term Investments

The City pools substantialy al cash and short-term investments, except for cash and
investments, which are maintained in accordance with lega requirements. Each fund's equity
share of the total pooled cash and short-term investments is included in the accompanying
balance sheets under the caption "cash and short-term investments." For reporting purposes
only, non-pooled cash is aso included in this caption. Short-term investments are reported at
cost, which approximates fair vaue, and consst principaly of a collateralized interest on public
funds checking account. The nature of investments is governed by the provisions of Florida
Statutes Section 218. Under this statute, authorized investments are limited, unless otherwise
authorized by law or ordinance, to the loca government surplus funds, trust funds, money
market funds, direct or unconditionally guaranteed obligations of the United States Government,
obligations of certain governmental agencies, interest bearing time deposits or savings
accounts. Interest income is alocated among the City's funds based upon the approximate
proportionate balances of each fund's equity in pooled cash and short-term investments. For
purposes of the statement of cash flows, the City's cash and short-term investments are
considered to be dl highly liquid investments with a maturity of three months or less when
purchased. All investments are reported at fair value.

5. Pension Plan Investments
Investments are reported at fair value. Short-term investments are reported at cost, which
approximates fair value. Securities traded on a national exchange are valued at the last
reported sales price.

Within certain limitations as specified in the Plans, investment policy is determined by the
Board of Trustees using the following guidelines:
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CiTY OF NORTH MIAMI, FLORIDA

NOTES TO THE GENERAL PURPOSE FINANCIAL STATEMENTS
(Continued)

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
5. Pension Plan I nvestments (Continued)

Unlimited investments in bonds, notes or other obligations of the United States
Government, State of Florida or political subdivision or agencies thereof, preferred stocks
and money market investments.

Investments in common stocks cannot exceed 60% of the total assets of the Plans on a
cost basis.

Purchases and sales of securities are recorded on the trade-date basis. As a result, these
transactions may at times produce a receivable and/or payable because of the difference
between trade and settlement dates. Interest and dividends are recorded as earned.

6. Inventories

Inventories of materials and supplies in the General Fund are recorded as expenditures when
purchased (purchase method) and are stated at cost. Inventory in the Proprietary Funds
consists of supplies held for consumption and are stated at the lower of cost or market and are
recorded as an expense when consumed (consumption method). All inventories are recorded
on afirg-in, first-out (FIFO) basis.

7. Fixed Assets

All fixed assets of the City are recorded in the Genera Fixed Assets Account Group, with the
exception of fixed assets of the Enterprise Funds (Water and Sewer Utility, Stormwater Utility
and Solid Waste Services) and the Interna Service Funds (Fleet Management and Risk
Management) which are recorded in their respective funds.

All fixed assets are recorded at historical cost or estimated historica cost, except for
contributed property, which is recorded at fair market value at the date of contribution. Capital
acquisition costs for governmental funds are segregated as capital outlay expenditures.
Expenditures for maintenance, repairs and minor renewals and betterments are expensed as
incurred. Major renewas and betterments are treated as capitd outlay. Public domain
(infrastructure) general fixed assets consisting of improvements other than buildings, such as
bridges and roads, are capitalized together with other general fixed assets.

Depreciation is not required and has not been provided on generd fixed assets. Depreciation
expense is provided on property recorded in the Enterprise Funds and the Interna Service
Funds using the straight-line method over the estimated useful lives of the assets as follows:

Building and improvements 10 - 50 years
Machinery and equipment 3- 10 years
Improvements other than buildings 10 - 50 years
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CiTY OF NORTH MIAMI, FLORIDA

NOTES TO THE GENERAL PURPOSE FINANCIAL STATEMENTS
(Continued)

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

7.

Fixed Assets (Continued)

In the Enterprise Fund, depreciation expense recognized on assets acquired or constructed
through grants, contributed property or contributionsin aid of construction is accounted for as a
reduction of the related contributed capita balances. In the Interna Service Fund this is
accounted for as an operating expense.

Interest costs associated with proprietary fund borrowings used for construction projects are
capitalized during the current period as part of the cost of the assets, net of related interest
earned or unexpended portions of such borrowings. No such costs were capitalized in 2001.

Compensated Absences

It is the City's policy to permit employees to accumulate within certain limits, earned but
unused vacation and sick pay benefits, which will be paid to employees upon separation from
City service.

In governmental fund types, the accrua for vacation and sick pay benefits is based upon the
estimated amounts to be liquidated with expendable, available resources, which is considered to
be the separations occurring within 60 days subsequent to the year end. The long-term portion
of the governmenta fund liability is recorded in the general long-term debt account group.

The Proprietary Fund types accrue vacation and sick pay benefits in the period in which they
are earned.

The City accounts for compensated absences according to the guidelines of GASB No. 16,
Accounting for Compensated Absences. All liabilities are accrued at rates in effect at the
balance sheet date.

9. Amortization of Bond Discount

10.

Bond discount is amortized over the life of the bonds based on the interest method.
Grants from Government Agencies

Certain operating grants under various Federa and State programs are included in the
governmental type funds. Grant monies received are disbursed by these funds for goods and
services as prescribed under the respective grant programs. These programs are dependent on
the continued financia assistance of the County, State and Federal grantor agencies.

Grants to Enterprise Funds, which are designated as operating subsidies, are recorded as non-
operating revenue in the respective funds upon the City's compliance with the digibility
requirements related to the grant. Grants to governmental funds are recorded as
intergovernmental revenues when all eligibility requirements are met and the resources are
avalable.
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CiTY OF NORTH MIAMI, FLORIDA

NOTES TO THE GENERAL PURPOSE FINANCIAL STATEMENTS
(Continued)

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

10.

11.

12.

13.

14.

Grants from Government Agencies (Continued)

Grant revenues received as reimbursements for specific purposes are recognized when the
expense or expenditure is incurred. Pursuant to each grant’s specific requirements, interest
earned on advances is ether returned to the grantor agency, or used as additiona funding for
the program.

Fund Equity
Reserves
Reservations of retained earnings of the proprietary funds represent net assets restricted
for debt service and capita acquisitions.
Reservations of the governmental funds are those portions of fund balance which are
neither available for appropriation or are legally segregated for a specific use.
Designations
Fund baance designations are established to reflect management's plans for financia
resource allocation in a future period. Such plans or intentions are subject to change.
Interfund Transactions

Quasi-external transactions are accounted for as fund revenues, expenditures or expenses (as
appropriate). All interfund transactions except advances, quasi-external transactions and
reimbursements are accounted for as transfers. Non-recurring or non-routine transfers of
equity between funds are considered equity transfers. Contributions of capital assets into
proprietary funds are recorded as capital contributions. Transactions between funds that are
representative of lending/borrowing arrangements outstanding at the end of the fiscal year are
referred to as “interfund receivables/payables’ (current) or “advances’ (non-current). All
other outstanding balances between funds are reported as “ due to/from other funds’.

Long-Term Obligations

The City reports long-term debt of governmental funds at face value in the general long-term
debt account group. Certain other governmental fund obligations not expected to be financed
with current available financia resources are also reported in the genera long-term debt
account group. Long-term debt and other obligations financed by proprietary funds are
reported as liabilities in the appropriate funds.

Use of Estimates
The accompanying general purpose financid statements have been prepared in conformity

with accounting principles generaly accepted in the United States. In preparing the financial
statements, management is required to make estimates and assumptions that affect the
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CiTY OF NORTH MIAMI, FLORIDA

NOTES TO THE GENERAL PURPOSE FINANCIAL STATEMENTS
(Continued)

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

14.

15.

16.

Use of Estimates (Continued)

reported amount of assets and liabilities as of the date of the balance sheet and operations for
the year. Materia estimates that are particularly susceptible to significant change in the near
term relate to the estimated liabilities for environmental costs associated with remedial cleanup
and closure of the former Munisport dumpsite and the actuarialy accrued liability for unpaid
claims which is prepared based on certain assumptions pertaining to interest rates, inflation
rates, etc. Although these estimates are based on management's knowledge of current events
and actions it may undertake in the future, they may ultimately differ from actud results.

Totals (Memorandum Only)

Amounts in the "Totas (Memorandum Only)" columns in the combined financial statements
represent a summation of the combined financia statement line items of the fund types and
account groups and are presented for analytical purposes only. The summation includes fund
types and account groups that use different bases of accounting and includes interfund
transactions that have not been diminated. Consequently, amounts shown in the "Totals
(Memorandum Only)" columns are not comparable to a consolidation and do not represent the
total resources available or total revenues and expenditures/expenses of the City.

Compar ative Data/Reclassifications

Comparative total data for the prior year has been presented in selected sections of the
accompanying financial statements in order to provide an understanding of the changes in the
government's financial position and operations. Also, certain amounts, presented in the prior
year data, have been reclassified in order to be consistent with the current year's presentation.

NOTE 2. DEPOSITSAND INVESTMENTS

Deposits

In addition to insurance provided by the Federal Depository Insurance Corporation, al time and
demand deposits are held in banking ingtitutions approved by the State Treasurer of the State
of Floridato hold public funds. Under Florida Statutes Chapter 280, Florida Security for Public
Deposits Act, the State Treasurer requires every qualified public depository to deposit with the
Tressurer eligible collateral. In the event of a falure of a qualified public depostory, the
remaining public depositories would be responsible for covering any resulting losses.
Accordingly, all deposits are deemed as insured or collateralized with securities held by the
entity or by its agent in the entity’ s name.

I nvestments

Certain investments are required to be categorized to give an indication of the level of credit
risk assumed by the entity at year-end.
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CiTY OF NORTH MIAMI, FLORIDA

NOTESTO THE GENERAL PURPOSE FINANCIAL STATEMENTS

(Continued)

NOTE 2. DEPOSITSAND INVESTMENTS (Continued)

I nvestments (Continued)

The three categories of risk as defined by GASB Statement No. 3 are as follows:

(1) Insured or registered, or securities held by the City or its agent in the City 's name;

(2) Uninsured and unregistered, with securities held by the counterparty's trust department or

agent in the City 's name; and

(3) Uninsured and unregistered, with securities held by the counterparty, or by its trust

department or agent but not in the City 's name.

Carrying
Category 1 Amount
U.S. Government securities $16,676,721  $16,676,721
Corporate bonds 13114,158  13/114,158
Common stocks 44543173 44543173
$74,334,052 74,334,052
Investments not subject to risk categorization:
Money market mutua fund 2,354,534
Total investments $76,688,636
Per the combined balance sheet:
Cash and short-term investments $14,426,257
Certificates of deposit 5,250,000
Pension investments 73,614,611
Restricted assets 5,166,405
$98.457,273
These balances are composed of the following:
Deposits (including cash and certificates of deposit) $21,768,637
Investments 76,688,636
$98457,273

NOTE 3. PROPERTY TAXES

Property taxes are levied on November 1st of each year, a which time taxes become an
enforceable lien on property assessed as of the previous January 1st. Tax bills are payable upon
receipt with discounts at the rate of 4% if paid in November, decreasing by 1% per month with no
discount available in the month of March of the following calendar year. Taxpayers aso have the
option of paying their taxes in advance in equa quarterly payments based on the prior year's tax
assessment with quarterly discounts varying between 2% and 6%. All unpaid taxes on red



NOTE 3.

NOTE 4.

CiTY OF NORTH MIAMI, FLORIDA

NOTES TO THE GENERAL PURPOSE FINANCIAL STATEMENTS
(Continued)

PROPERTY TAXES (Continued)

and persona property become delinquent on April 1st and bear interest at 18% until a tax sde
certificate is sold at auction. Miami-Dade County bills and collects al property taxes for the City,
and sdlls tax certificates for delinquent taxes.

The net assessed vaue of property, as established by the Miami-Dade County Property
Appraiser, at January 1, 2000 upon which the 2000-01 levy was based, was approximately $1.3
billion. The City is permitted by Article 7, Section 8 of the Florida Congtitution to levy taxes up to
$10 per $1,000 of assessed vauation for general governmental services other than the payment of

principal and interest on generd obligation long-term debt. In addition, unlimited amounts may be
levied for the payment of principa and interest on general obligation long-term debt, subject to a
limitation on the amount of debt outstanding. For the year ended September 30, 2001, the tax rate
to finance General Fund operations was $8.350 per $1,000 of assessed value and includes library
services. The debt service tax rate for the same period was $0.351 per $1,000 of assessed value.

Property taxes receivable representing collections within 60 days subsequent to September 30 for
billings through the fiscal year then ended amounted to approximately $56,248 for the Genera
Fund and $2,344 for the debt service funds.

NET INVESTMENT IN SALESTYPE LEASE

On April 17, 1979, the City entered into a sales-type lease agreement with Miami-Dade Water
and Sewer Authority retroactive to May 1978. Under the terms of the lease, the City is receiving
payments, which will total $7,071,438 (including interest) through April 2007, for the use of the
City's ocean outfal line.

The lease has been accounted for as a capital (sales-type) lease within the Water and Sewer
Enterprise Fund. Interest is imputed at a rate of 6¥2% over the life of the lease. Proceeds
received from the lease agreement are to be used for replacements of water and sewer system
assets or paid into the Revolving Fund in accordance with the provisions of the Water and Sewer
Revenue Bond ordinances.

The minimum lease payments under this agreement are as follows:

Y ear ending September 30:

2002 $ 238534
2003 238,584
2004 238,584
2005 238,584
2006 238,584
Thereafter 122,925

Total 1,315,845
L ess unearned discount (212,822)
Balance, September 30, 2001 $1,103,023
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CiTY OF NORTH MIAMI, FLORIDA

NOTESTO THE GENERAL PURPOSE FINANCIAL STATEMENTS

INTERFUND BALANCES

(Continued)

Interfund balances are receivables/payables from one fund to another for specific purposes. At
September 30, 2001, the interfund balances consisted of the following:

Recelvable Fund

Due from/to other funds:
Generd

Genera Risk Management

City of Progress Capital |mprovement

Interfund receivable/payable:
Genera Risk Management

Advances from/to other funds:
Health Insurance Trust

Fleet Management

Payable Fund

Solid Waste Services
Community Development Block Grant
City of Progress Capital |mprovement

General Fund

Water and Sewer

Solid Waste Services

Stormwater Utility

Fleet Management

Community Development Block Grant
Landfill Closure

Safe Neighborhood Parks

Generd Fund

Water and Sewer
Solid Waste Services
Stormwater Utility
Fleet Management

Generd Fund
Law Enforcement Trust Fund

Solid Waste Services

Amount

$ 490,697
237,181
174,956

130,357
69,443
40,872

4,742
1,806
1,706
1,024

93,389
$1,246,173

$ 591,710
295,585
181,823

18,965
1,222
$1,095,305

$ 98465
228478

128,500
$_455443




CiTY OF NORTH MIAMI, FLORIDA

NOTES TO THE GENERAL PURPOSE FINANCIAL STATEMENTS
(Continued)

NOTE 6. SEGMENT INFORMATION - ENTERPRISE FUNDS

The City's three enterprise funds are intended to be self-supporting through user fees charged for
services to the public. Segment information as of and for the year ended September 30, 2001 is

presented below:
Water and  Solid Waste
Sewer Services  Stormwater Totd
Operating revenues $15584552 $4455651 $ 890,762  $20,930,965
Net depreciation expense 1,134,425 1,307 22912 1,158,644
Operating income (10ss) (466,531) (509,175) (273,867)  (1,249,573)
Operating grants 171,866 88,731 192,620 453,217
Net operating transfersin (out) (120,441) 180,474 (17,206) 42,827
Net income (loss) 69,686 (236,570) (70,857) (237,741)
Current capital contributions 138,092 - - 138,092
Fixed asset additions 816,317 24,760 245,708 1,086,785
Net working capital 3,911,293 266,579 577,381 4,755,253
Total assets 38,963,378 856,943 1,187,260 41,007,581
Bonds payable 5,355,000 - - 5,355,000
Total equity (deficit) 28,580,828 (5398300 1,084,353 29125351
NOTE 7. DEFICIT FUND BALANCES

The following fund had a deficit retained earnings at September 30, 2001

Enterprise Fund:
Solid Waste services $856,067

In fiscal year 2001, waste collection franchise fees increased and certain operating costs were
reduced by realigning sanitation routes and replacing the City’s curbside recycling program with a
district-based recycling drop-off program. However, these measures, intended to help reduce the
deficit in this fund were offset by increased costs for disposal fees, insurance, and internal charges
for services. 1n 2002, the residential curbside recycling program was reestablished and recycling
and sanitation fees increased, while efforts continue to keep operating costs down. These
measures are expected to help reduce the deficit in this fund.



CiTY OF NORTH MIAMI, FLORIDA

NOTES TO THE GENERAL PURPOSE FINANCIAL STATEMENTS
(Continued)

NOTE 8. FIXED ASSETS

The following is asummary of changes in fixed assets for the year ended September 30, 2001

Balance Retirements Balance
September 30, and September 30,
2000 Additions  Transfers 2001
General fixed assets:
Land $24,301621 $ 520689 $ - $24912310
Building and improvements 20,742,424 337,387 91,143  21,1709%4
Machinery and equipment 5,659,185 268,239 - 5,927,424
Improvements other than buildings 16,750,592 838,145 13,563 17,602,300
Library books 1,613,826 150,095 (49,860) 1,714,061
Congtruction in progress 104,706 - (104,706) -
Total $69.262354 $2114555  $(49.860) $71.327.049
Enterprise funds:
Land $ 521847 $ 179585 $ - $ 701,432
Buildings and improvements 2,939,047 28,342 - 2,967,389
Machinery and equipment 3,915,703 345,167 - 4,260,870
Improvements other than buildings 37,018,333 533,691 - 37,552,024
44394930 1,086,785 - 45,481,715
Less accumulated depreciation 18,667,498 1,158,644 - 19,826,142
Total $5727432 $_(71859) $ - $25655573
Internal service funds:
Buildings and improvements $ 3B773 3 - $ - $  3B773
Improvements other than buildings 285471 - - 285471
Equipment and vehicles 10,432,267 862,370 - 11,294,637
10,751,511 862,370 - 11,613,881
Less accumulated depreciation 6,381,697 1133498 - 7,515,195
Total $ 4369814 $(271128) $ - $ 4,098,686

Commitments related to the acquisition or construction of genera fixed assets are shown in the
accompanying balance sheet as encumbrances in the Capital Projects fund.
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(Continued)

The following is a summary of changes in general long-term debt of the City for the year ended

September 30, 2001

Balance Balance
September 30, September 30,
2000 Additions  Retirements 2001
Generd obligation bonds $ 3720000 $ - $ 220000 $ 3500000
Capital improvement bonds 976,205 - 976,205 -
Pension obligation bonds 11,900,000 - - 11,900,000
Compensated absences 5,666,282 218,123 - 5,884,405
Claims and judgments (M unisport) 980,000 183,000 - 1,163,000
Notes Payable 1,400,000 600,000 - 2,000,000
Other long-term debt (Munisport) 11,700,000 - - 11,700,000
Total $36,342487 $1001,123 $1196205 $36,147.405

General Obligation Bonds

On December 17, 1992, the City issued $11,220,000 of General Obligation Improvement and
Refunding Bonds with interest rates ranging from 2.75% to 6.00% for the purpose of providing
funds to pay the cost of acquiring, constructing and equipping a police station facility and to
advance refund $5,870,000 of outstanding 1970 Genera Obligation bonds (Interama).

The bonds mature through May 2012, with interest payable semiannualy on May 1 and
November 1. The amount outstanding at September 30, 2001 is $3,500,000.

Capital | mprovement Bonds

On September 10, 1996, the City issued $4,496,889 of Capita Improvement Revenue Bonds
with an interest rate of 4.875% for the purpose of paying a portion of the cost of the remedial
action and the final closure of the Munisport Site.

The bonds are payable from and secured by certain annual grant payments to be made by
Miami-Dade County to the City and by a City covenant to budget and appropriate funds from
non ad vaorem revenues to make up any debt service deficiencies.

The bonds matured on December 1, 2000 and were paid.

Pension Obligation Bonds

On September 18, 1997, the City issued $11,900,000 of 1997 Taxable Specid Obligation Bonds
for the purpose of discharging the unfunded actuarid ligbilities of the City’s two defined benefit
pension plans. By diminating these unfunded pension liabilities, the City expects to redlize an
ongoing savings equivaent to the difference between the Pension Plans' 9% per year assumed
rate of return and the interest paid on this debt issue. As a result of this action, the City
redized a savings at present vaue of approximately $1,005,000.
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NOTE 9. GENERAL LONG-TERM DEBT (Continued)

Pension Obligation Bonds (Continued)

The Bonds, dated September 1, 1997, were issued at a discount and after payment of issuance
related costs, the net proceeds were contributed to the Pension Plans to discharge the
unfunded liabilities as follows:

CTSPan $10,868,833
748 Plan 544,084
$11412.917

$4,235,000 of the bonds mature seridly beginning on July 1, 2002 and are payable semi-
annually on January 1 and July 1. Interest rates on these bonds range from 6.6% to 7.2%.
$7,665,000 are term bonds due on July 1, 2021 and have an interest rate of 7.35%. Interest on
al the bonds is payable semi-annualy on January 1 and July 1. The amount outstanding at
September 30, 2001 is $11,900,000.

Debt service on these bonds is funded by non-ad valorem revenues budgeted and appropriated
by the City on an annual basis. The scheduled payment of principa and interest on the bonds
is guaranteed under an insurance policy obtained concurrently with the delivery of the bonds.

Notes Payable

On August 23, 2000, the City issued a promissory note (Series 2000A) in the principal amount
of not to exceed $9,500,000 to finance the cost of environmental remediation at and closure of
the City’s Munisport landfill site. Under the loan agreement, the City will draw funds as needed
and will pay interest on the outstanding principa. Interest rates are variable and are 78% of
the LIBOR rate. As of September 30, 2001, the City has received, pursuant to the Note, the
sum of $2,000,000. The loan will be repaid from the annual proceeds of the Miami-Dade
County grant, with a secondary covenant to budget and appropriate non ad-val orem revenue.

Debt Service Requirements to Maturity on All Debt

Fiscal Year Generd Pension
Ending Obligation ~ Obligation Notes

September 30 Bonds Bonds Payable Interest Total
2002 $ 235000 $ 145000 $ 920,136 $ 1,139,950 $ 2,440,086
2003 245,000 355,000 995,511 1,036,687 2,632,198
2004 260,000 425,000 84,353 994,010 1,763,363
2005 275,000 505,000 - 949533 1,729,533
2006 295,000 595,000 - 897,924 1,787,924

2007-2021 2,190,000 9,875,000 - 7546591 19,611591

$3500.000 $11.900000 $2.000000 $12.564.695 $29.964.695
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NOTE 9. GENERAL LONG-TERM DEBT (Continued)
Compensated Absences

Compensated absences represent the portion of the governmental funds total estimated ligbility
for employees compensation for future absences in accordance with GASB Statement No. 16.
The estimated liability includes an accrual for saary related costs (employer's share of socia
security and medicare taxes). Adjustments were made for employees earning more than the
taxable wage base and for certain other exclusions.

The estimated liability is measured using rates in effect at the balance sheet date; benefits are
computed at current salary rates at the time of payment. Upon separation from City service,
vacation leave is paid at 100% and sick leave is paid a 50%.

The components of the compensated absences liability are as follows:

Total estimated liability for compensated absences $5,618,688
Adjusted salary related costs 269,355

Total 5,888,043
Less current portion 3,638
Long-term portion $5.884.405

Claims and Judgments

The City has been named as a defendant in a civil action for breach of contract to recover
damages, plus attorneys’ fees, pre-judgment and post judgment interest and costs. This action
arises in connection with services alegedly provided by plaintiff, an engineering firm, related to
the Munisport site. The City has disclosed a liability in the Generd Long-Term Debt Account
Group of $1,163,000. This matter is more fully described in Note 16b.

Other Long-Term Debt

The City of North Miami is required, pursuant to a February 1998 Consent Agreement with the
Miami-Dade County Department of Environmental Resources Management to address
environmental matters regarding the Munisport landfill site (Interama property).

In 1999, the City’s management, along with their consultants, prepared an updated Superfund
Remediation and Landfill Closure Cost Projection. Pursuant to the updated projection, the City
continues to edtimate its liability a approximately $11.7 million. During 2001, the City
expended approximately $656,320 in site closure codts.

For historical background, recent developments and potential funding sources see Note 16.
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NOTE 10. WATER AND SEWER REVENUE BONDS

In 1963, 1964, and 1965, the City issued $8,000,000, $4,850,000 and $3,300,000, respectively, of
Water and Sewer Revenue Refunding and Improvement Bonds to make improvements and
extensions to the Water and Sewer Utility of the City and to refund certain then outstanding
revenue bonds.

The ordinances require a monthly transfer to restricted asset accounts of amounts equal to one-
sixth of the interest becoming due on the next interest payment date and one-twelfth of the
amount of principa due on the next payment date. The ordinances aso require that the restricted
assets include an aggregate balance equa to the maximum amount of principal and interest
becoming due in any succeeding year for al issues outstanding. These balances were maintained
during fiscal year 2001 in accordance with these requirements.

The ordinances also require that certain funds be established and specify the order in which
pledged proceeds are to be deposited into these funds. These funds, and the order of priority in
which proceeds are deposited, are as follows: Revenue Fund, Operation and Maintenance Fund,
Sinking Funds and Renewal and Replacement Fund.

Cash, investments and accrued interest receivable in the various sinking funds are classified as
restricted assets, amounts payable from said restricted assets and the reservation of retained
earnings for debt retirement.

The sinking funds recorded in the Water and Sewer Utility Enterprise fund at September 30, 2001,
are asfollows:

Payable
from Reserved
Restricted Restricted  Retained
Assets Assets Earnings
1963 issue - revenue refunding and improvement bonds  $ 679529  $395,791 $ 283,738
1964 issue - subordinated revenue certificates 1,819,400 14450 1,804,950
1965 issue - subordinated revenue certificates 1,873,830 93,275 1,780,605
Renewal and replacement fund 793,596 327,097 466,499
$5.166405 9830613 $4336.7%
Restricted assets consist of the following:

Cash and short-term investments $3,307,754
Cash with fiscal agents 18,539
Certificates of deposit 1,100,000
U.S. Government obligations 719,144
Accrued interest receivable 7,891
Other receivables 13,077
$5,166.405

Payables from restricted assets consist of the following:
Current bond principal $ 450,000
Accrued interest payable 35,911
Matured bonds and interest payable 17,605
Performance bonds and deposits 316,768
Other payables 10,329
$ 830,613
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(Continued)

WATER AND SEWER REVENUE BONDS (Continued)

The ordinances redtrict the issuance of additional Water and Sewer bonds ranking on parity with
those outstanding, unless the net revenues, exclusive of depreciation, have been equa to 125% of
the maximum annua principa and interest requirements on al revenue bonds outstanding for each
of the two preceding fiscal years. The net revenues requirements were met in 2000 and 2001.

Water and Sewer Revenue Refunding and Improvement Bonds consist of the following at
September 30, 2001

Interest Amount

Find Maturity Date Rate  Outstanding
Series 1963, 2/1/2003 (annua serial payments of $365,000 to $395,000) 39% $ 775000
Series 1964, 2/1/2004 ($2,500,000 due in 2004) 3.0% 2,500,000
Series 1965, 8/1/2005 (annual serid payments of $65,000 to $70,000
with $1,870,000 due in 2005) 530% 2,080,000
5,355,000
Less current portion (450,000)
Less unamortized discount (14,512
Long-term portion $4.890.488

Debt service requirements through maturity on these bonds are as follows:

Principal Interest Total
Fiscal year ending September 30:
2002 $ 450,000 $208055 $ 658,055
2003 465,000 189,233 654,233
2004 2,570,000 140,320 2,710,320
2005 1,870,000 99,110 1,969,110

$5355000  $636.718 $5991.718

CONTRIBUTED CAPITAL

The following is a summary of changes in contributed capital for the year ended September 30,
2001:

Water and  Solid Waste Fleet
Sewer Utility Services Management

Baance, September 30, 2000 $8845430 $316237  $4,547,019
2001 depreciation on contributed assets (267,354) - -
Baance, September 30, 2001 $8578076  $316237  $4.547.019

The Fleet Management Fund accounts for depreciation as an operating expense since its user
charges to the other funds are established to recover this cost. In 2000, the City implemented
GASB Statement No. 33. Accordingly, in 2001, contributions of capital assets into proprietary
funds are recorded as capital contributions and reflected as revenue in the accompanying financia
statements.



NOTE 12.

NOTE 13.

CiTY OF NORTH MIAMI, FLORIDA

NOTES TO THE GENERAL PURPOSE FINANCIAL STATEMENTS
(Continued)

RECONCILIATION OF BUDGETED AND ACTUAL RESULTS

The governmental fund budgets of the City are adopted on a basis consistent with accounting
principles generally accepted in the United States (GAAP), except that the budgets of the generd,
specia revenue and capita projects funds include encumbrances as the equivalent of expenditures
and certain grants as revenues when received. Additionaly, interfund loans between funds are
budgeted as operating transfers.

The following adjustments were necessary to present the actual data on a budgetary basis at
September 30, 2001
Special Capital

General Revenue Project
Fund Funds Funds
Excess (deficiency) of revenues and other sources
over expenditures and other uses - (GAAP)
Exhibit 11 $1,108,745)  $127696  $301,766
September 30, 2000 encumbrances budgeted as
2000 expenditures 286,934 234,674 32,059
September 30, 2001 encumbrances budgeted as
2001 expenditures (155,011) (378,651) (67,811)
Specia insurance premium not budgeted in 2001 651,788 2,730 -
Interfund loans budgeted as operating transfers (31,350) - -
Residual equity transfer budgeted as an operating
transfer 1,881 (1,881) -
Excess (deficiency) of revenues and other sources
over expenditures and other uses - (budgetary
basis) Exhibit 11 $ (354503) $(15432) $266,014

Expenditures did not exceed appropriations in any sub-fund with the exception of the Pension
Obligation Bond fund. Bank costs in that fund exceeded the budgeted appropriation by $221. In
the Landfill Closure fund, physical environment expenditures for litigation and engineering fees
exceeded the budgeted appropriation for these services. However, at the budgetary level of
control, (the fund level) total expenditures did not exceed gppropriations in this sub-fund.

In fisca year 2001, through the Generad Risk Management fund, a specia insurance premium
charge was assessed user funds. This premium was not budgeted in 2001.

The operating transfer to the component unit on a GAAP bass, is included as cultura/
recreational expenditures of the general fund on a budgetary basis.

SELF-INSURANCE

The City maintains a sdlf-insurance program within the Internal Service Funds. The General Risk
Management Fund was established by City Ordinance to account for insurance activities relating
to workers compensation and genera liability risks. Charges to departments are based upon
amounts determined by management to be necessary to meet the required annual payouts
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NOTE 13. SELF-INSURANCE (Continued)

during the fiscal year and to maintain adequate fund reserves. The funding level and estimated
clams liability for worker's compensation and generd liability for fiscal year 2001 is based on
recommended funding requirements for fisca year 2001 as determined by a sdf-insurance
actuarid review as of September 30, 2000 performed by outside consultants.

The City is exposed to various risks of loss for workers compensation and genera liability. The
City is exposed to other various risks of loss, related to theft, errors and omissions, for which the
City carries commercial insurance.

As of September 30, 2001, the City’s risk retention for certain types of risk is as follows:

Coverage after
Retention/Deductible Retention/Deductible
Self-Insured:
Workers Compensation  Self-insured first dollar See below
coverage to $250,000
Excess Workers Specific Excess Limit: Statutory
Compensation $250,000 Employers Liability: $1 millior/
$1 million
Generd ligbility Sdlf-insured F.S. 768.28 ($100,000/individud,
(includes automobile) $200,000/occurrence).
Commercial Insurance:
Property:
Property, multi-peil $5,000 $28,353,171
Boiler and machinery ~ $1,000 $50,000,000
Hood Buildings: $500 to $1,000 Buildings: $25,000 to $1,000,000
Contents: $500 to $750 Contents: $ 5,000 to $200,000
varies according to facility  varies according to facility
Other:
Police professional $15,000/claim $2,100,000/person,
ligbility $45,000 annua aggregate  $2,200,000/incident,
$2,300,000/aggregate
Public officids liability $25,000 $1,000,000/loss and aggregate.

Group Health

Effective January 1, 1998, the City’s self-insured health program was discontinued and the City
purchased a fully insured group health/dental plan. Beginning in fiscal year 2000, remaining
funds in the Health Insurance Trust fund are being appropriated for the purpose of providing
hedlth insurance premiums for City employees. The appropriation of funds is being amortized
over afive-year period. Asof September 30, 2001, the City continues to disclose an estimated
ligbility for reported claims and claims incurred but not reported (IBNR) of approximately
$15,000.
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NOTE 13. SELF-INSURANCE (Continued)
Group Health (Continued)
The General Risk Management Interna Service Fund consists of the following:
Workers Compensation

All workers compensation costs are paid from the sdlf-insurance fund, with al operating
funds of the City assessed a charge based upon the requirements of the self-insurance fund
and their relative share of the total risk. As claims are reported they are investigated by
clams personnel, and an estimate of liability on a case-by-case basis is established. The
estimated liabilities are periodically reviewed and revised as clams develop.

The City purchases specific excess Workers Compensation insurance coverage for
individual claimsin excess of $250,000.

General Liability

Departments of the City are assessed for general and automobile liability coverage based
upon the requirements of the self-insurance fund and their relative share of the total risk.
The City has continued to purchase certain casualty insurance for which the premium is
small in relation to the coverage provided. As the casudty claims are reported, they are
investigated by the claims personnel and an estimate of liability on a case-by-case basis is
established.

Estimated Claims Liability

The total estimated claims ligbility at September 30, 2001 consists of the following:

Workers' compensation $2,037,430
Generd liability 1,091,300
$3,128,730

The estimated claims liability of $3,128,730 in the General Risk Management Fund includes
estimates for claims incurred but not reported (IBNR) and allocated loss adjustment
expenses (ALAE). The estimates are based on the requirement that a liability for claims be
reported if information prior to the issuance of the financia statements indicates that it is
probable that a liability has been incurred at the date of the financial statements and the
amount of the loss can be reasonably estimated.
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Group Health (Continued)
Estimated Claims Liability (Continued)

Changesin the estimated claims liability are as follows:

2001 2000
Generd Group Generd
Workers Genera Risk Hedth  and Group
Compensation  Lighility Total Risk Health Risk

Edtimated clams ligbility

at beginning of year $2,323,000 $1,042,000 $3,365000 $15000 $2,911,917
Current year claims and

changes in estimates

(including IBNR) 699,000 171,000 870,000 - 1,394,863
Clam payments (984570) (121,700) (1,106,270) - (926,780)
Estimated claims liability

at end of year $2037430 $1,001300 $3128730 $15000 $3,380,000

In 2001, the City, through the Genera Risk Management Fund, assessed user funds a
specia premium charge in an amount to fully cover existing operating deficits. The total
assessment of $1,058,083 was allocated as follows:

Genera Fund $ 651,788
Water & Sewer Utility 258,156
Solid Waste Services 112,674
Stormwater Utility 23,707
Fleet Management 9,028
Community Development Block Grant 1,706
Landfill Closure 1024

Tota $1,058,083

Previoudly, in 1992 a specia premium charge was assessed to the General, Water & Sewer
Utility, and Solid Waste Services Funds of which $287,172 remains outstanding. These
charges are being funded over severa years, and as such are recorded as interfund
receivables/payables (see Note 5).

During 2001, there were no significant reductions in insurance coverage from coverages in
the prior year. During the past three years, there have been no settlements that exceeded
insurance coverage.
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NOTE 14. EMPLOYEE RETIREMENT PLANS
a. Plan Descriptions

The City’s Public Employee Retirement Systems (PERS) administers two single employer
defined benefit pension plans established to provide pension, disability and death benefits for its
employees and beneficiaries: Clair T. Singerman Employees Retirement System Plan (CTS
Pan) and Retirement System for Sworn Police Personnel Hired on or After January 1, 1977
(748 Plan). The CTS Plan was established by Ordinance 691 effective January 1, 1968. On
January 1, 1977, the City froze future participation in the CTS Plan and established the 748
Plan by Ordinance 748 for al employees hired after that date and for all employees under the
CTS Plan who dlected to join the new plan. The plans cover substantially al City employees
under the administration of separate Boards of Trustees.

On April 3, 1994, the City transferred al general employees which were in the 748 Plan to the
CTS Plan, thereby limiting 748 Plan participation to sworn police personnel hired after January
1, 1977. The CTS Plan covers palice officers hired before January 1, 1977 and al generd
employees and former North Miami firefighters.

Each of the Plans issues a publicly available report that includes financid statements and
required supplementary information for the Plan. These reports may be obtained by writing to:
North Miami Employees Retirement Systems, 776 N.E. 125th Street, North Miami, Florida
33161.

Contributions and Funding Policy

748 Plan

Employees contribute 6.85% of their compensation. Interest is credited annually on
employees accumulated contributions at a rate of interest determined at the discretion
of the Board of Trustees, but not less than 3%. The interest rate was 3.25% and 5.50%
for 2001 and 2000, respectively. Employer contributions for fiscal year ended
September 30, 2001 were 4.23% of covered payroll.

CTSPlan

Employees contribute 7% of their compensation. Interest is credited annually on
employees accumulated contributions through the prior year-end. The interest rate,
determined by the Board of Trustees, was 3.75% and 5.50% in 2001 and 2000,
respectively. Employer contributions for fiscal year ended September 30, 2001 were
1.7% of covered payroll.

Both Plan's funding policies provide for actuarialy determined periodic employer
contributions sufficient to pay the benefits provided by the Plan when they become due.
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NOTE 14. EMPLOYEE RETIREMENT PLANS (Continued)
b. Summary of Significant Accounting Policies

Basis of Accounting

The financial statements of the Plans are prepared using the accrua basis of accounting.
Plan member contributions are recognized in the period in which the contributions are due.
Employer contributions are recognized when due and the employer has made a formal
commitment to provide the contributions. Benefits and refunds are recognized when due
and payable in accordance with the terms of the plans.

Method Used to Value | nvestments

Investments are reported at fair value. Short-term investments are reported at cost, which
approximates fair value. Securities traded on a national exchange are valued at the last
reported sales price. Net appreciation (depreciation) in fair vaue of investments includes
realized and unrealized gains and losses. Interest and dividends are reported as investment
earnings. Realized gains and losses are determined on the basis of specific cost.

Annual Pension Cost and Net Pension Asset

The City's annual pension cost and net pension asset of the CTS Plan for the current and
prior year were as follows:

2001 2000
Annual required contribution $252,534  $553,939
Interest on net pension asset (3,126) (3,262
Adjustment to annua required contribution 4,628 4775
Annua pension cost 254,036 555,452
Contributions made 252534 553939
Decrease in net pension asset (1,502 (1,513
Net pension asset, beginning of year 34,731 36,244
Net pension asset, end of year $ 33229 $ 34731

The annua required contribution for the current year was determined as part of the
October 1, 1999 actuariad valuation using the entry age actuarial cost method for the
firefighters and the aggregate actuarial cost method for the general employees and the
police officers. The actuarial assumptions included (a) 9% investment rate of return (net of
administrative expenses) and (b) projected salary increases of 6-7% per year. Both (@) and
(b) included an inflation component of 6. The actuarial value of assets was determined
using techniques that smooth the effects of short-term volatility in the market vaue of
investments over a five-year period. The unfunded actuarial accrued ligbility is being
amortized using the level dollar closed basis. The remaining amortization period was 9
years.
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NOTE 14. EMPLOYEE RETIREMENT PLANS (Continued)
b. Summary of Significant Accounting Policies (Continued)
Annual Pension Cost and Net Pension Asset (Continued)

The City's annua pension cost and net pension asset of the 748 Plan for the current and
prior year were as follows:

2001 2000
Annual required contribution $224528  $344,764
Interest on net pension asset (2151) (2175)
Adjustment to annud required contribution 2,436 2,441
Annual pension cost 224813 345,030
Contributions made 224528 344,764
Decrease in net pension asset (285) (266)
Net pension asset, beginning of year 23,900 24,166
Net pension asset, end of year $ 23615 $ 23900

The annua required contribution for the current year was determined as part of the
October 1, 1999 actuarial valuation using the aggregate actuarial cost method. The
actuarial assumptions included (a) 9% investment rate of return (net of administrative
expenses) and (b) projected salary increases of 7% per year. Both (&) and (b) included an
inflation component of 4%. The actuarial value of assets was determined using 75% of
market value and 25% of cost value of investments. The Plan uses the aggregate actuarial
cost method, which does not identify and separately amortize unfunded actuaria liabilities.

Clair T. Singerman Employees Retirement System
Three-Y ear Trend Information (Dollar Amounts in Thousands)

Annua Pension Percentage of Net Pension
Fisca Year Ending Cost (APC APC Contributed Asset
September 30, 1999 $561 99.7% $36
September 30, 2000 555 99.7 35
September 30, 2001 254 99.4 33

Retirement System for Sworn Police Personnel Hired on or After January 1, 1977
Three-Year Trend Information (Dollar Amounts in Thousands)

Annua Pension Percentage of Net Pension
Fisca Year Ending Cost (APC APC Contributed Asset
September 30, 1999 $353 99.9% $24
September 30, 2000 345 99.9 24
September 30, 2001 225 99.9 24
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NOTE 14. EMPLOYEE RETIREMENT PLANS (Continued)
b. Summary of Significant Accounting Policies (Continued)
Required Supplementary Information
The following schedule is required under GASB 25 for plans that do not use the aggregate
actuarial cost method. The 748 Plan uses the aggregate method and therefore the schedule
of funding progressis not required and has not been presented.

Clair T. Singerman Employees Retirement System
Schedule of Funding Progress (Dollar Amounts in Thousands)

Actuarial UAAL
Actuarial Accrued asa
Vaue Liability Unfunded Percentage
Actuarial of (AAL) - AAL Funded Covered  of Covered
Vauation Assets Entry Age (UAAL)(D) Ratio Payroll Payroll
Date @) (b) (b-8) (alb) ©) (b-a)/c
10/1/95 $38,882 $50,249 $11,366 77.4% $13,195 86.1%
10/1/97 52,073 52,299 226 99.6 13,044 17
10/2/99 58,876 56,781 (2,095) 103.7 14,140 (14.8)

(1) During fiscal year 1997, the City issued pension obligation bonds to cover the UAAL.

NOTE 15. DEFINED CONTRIBUTION PLANS

The City of North Miami Police Officers Retirement Pension Fund Share Plan (Ord. 592.1.1)
(the Plan) was established to provide retirement benefits for police officers of the City of North
Miami. These benefits are funded from the State of Florida insurance premium tax monies and
are in addition to benefits provided by the City of North Miami’s retirement system. A separate
Board of Trustees is responsible for the administration of this Plan. In accordance with GASB
No. 24, the City recognized revenues and expenditures in the amount of $173,329 as on behalf
payments for contributions of these premiums into the Plan.

The Plan issues a publicly available report that includes financiad statements and required
supplementary information. This report may be obtained by writing to: City of North Miami Police
Department, 700 N.E. 124™ Street, North Miami, Florida 33161.

The City adminigters the City of North Miami Department Managers Pension Plan, an IRS
Section 403(a) defined contribution pension plan for department managers. This Plan is funded
through employer contributions consisting of 10% of a participant’s compensation. This Plan can
only be amended by the City Council.

During fisca year 2001, the City contributed approximately $115,243 into this Plan which is
administered through a third party administrator.
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NOTE 16. CONTINGENCIES
a. Environmental Matters (Interama Property)
(i) Historical Background

In 1970, the City acquired 350 acres of land (Interama Land), for approximately
$11,800,000, included in the General Fixed Assats Account Group, in connection with the
issuance of the $12,000,000 Genera Obligation Bonds, issued to provide financia
assistance to the Inter-American Center Authority (Interama), an agency established by
the State of Florida to develop an international cultural and trade center for the Americas.
The project never materialized. Interama has never repaid the City for the bond proceeds.
The City subsequently entered into a 30-year lease agreement with a company (Lessee)
formed to develop a recreation project on the Interama Land. The Lessee subsequently
operated a portion of the property as a dumpsite, and the property has since been the
subject of controversy arising principdly from ste related environmental issues involving
the City, the Lessee, various governmental agencies and others, which controversy has
restricted its use and development. Accordingly, the recreation project was never
completed and the L essee abandoned the premises.

In 1981, the Florida Department of Environmental Regulation (DER) filed a suit against the
City and the Lessee to close the portion of the Interama Land, which the Lessee operated
as a dumpsite (landfill). The landfill has not operated since 1980 and the City and State
have been working together to produce a closure plan for implementation.

Subsequent to the issuance of a draft of a joint City and DER engineering study in 1987,
DER acknowledged that the decision of when to initiate closure and implementation of the
closure would not be feasible until the United States Environmental Protection Agency
(EPA) completed its Remedid Investigation/ Feasibility Study and the results were
examined by the City.

Initially, approximately 291 acres of the Interama Land was included on the National
Priorities List (NPL), pursuant to Section 105 of the Comprehensive Environmental
Response, Compensation and Liability Act of 1980 (CERCLA).

A final Remedia Invegtigation Report and a Feasbility Study Report were published by
EPA in 1988. The EPA issued its Record of Decision on this study, dated July 26, 1990
which reduced the size of the site to remain on the NPL to 33+ acres. The specific 33+
acres are described in a Consent Decree negotiated between the City and the EPA. The
Consent Decree was approved by the Court in March 1992. In September 1997, the
EPA’s Record of Decision was amended to indicate that no further remedia action was
required by the City. The EPA issued a certificate of completion on June 3, 1998. The
consent decree was dismissed and the site was removed from the National Priorities List
during 1999.
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a. Environmental Matters (Interama Property) (Continued)

(if) Recent Studies and Developments

On February 10, 1998, the City voluntarily executed a Consent Agreement with the Miami-
Dade County Department of Environmental Resources Management (DERM) to carry out
groundwater remedia measures required by Florida law and County ordinance. The
Consent Agreement anticipates that the Florida Department of Environmental Protection
(FDEP) will delegate to DERM oversight of the landfill closure activities, in order to bring
all regulatory controls under the auspices of a single agency.

In 1999, the City's management, adong with their consultants prepared an updated
Superfund Remediation and Landfill Closure Cost Projection. Pursuant to the updated
projection, in fisca year 2001, the City continues to estimate its liability a $11.7 million.
This liability is recorded in the General Long Term Debt Account Group.

During 2001, the City incurred approximately $656,000 in site closure costs, which are
reported in the Landfill Closure fund. Approximately $241,000 in capitd outlays were
expended with approximately $230,000 of this amount capitalized as costs to the land and
reported in the genera fixed assets account group.

The City anticipates the balance of the liability will be funded by several sources of
revenue from outside the City.

(ili) Revenue Sour ces
(a) State Assistance (Grants/Contracts):

A portion of the required fina study and design work for the remediation of the 33+
acre site was funded through a contract between the City and DER, dated November
1990, a atota anticipated cost not to exceed $1.4 million. The work plan for this
study included a portion of the plans required by the EPA's scope of work, as adopted
as a component of the Consent Decree entered into between the EPA and the City.
The joint State/City effort related to the sSite again continued when the City
successtully petitioned the Florida Legidature for funding assistance toward the actua
Superfund site remedial construction in the 1992 legidative session and received a
legidative commitment for a $2.6 million grant via Chapter 92-30 Laws of Florida.
The City has recognized approximately $3,858,000 in revenues from these sources.

(b) Other State Assistance:
The City's continued success in obtaining assistance from the State of Floridais based

on the fact that the State did not repay the City for the 1970 bond proceeds. The
1989 Florida Legidature provided some assistance to the City via adoption of
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a. Environmental Matters (Interama Property) (Continued)

(iii) Revenue Sour ces (Continued)

(b)

Other State Assistance (Continued):

H.B. 709 (Chapter 89-246, Laws of Florida) which gave certain surplus State lands at
Interama to the City. The deed for the lands was received by the City in December
1989. On the May 1990 election ballot, the City's voters approved the sale of these
lands. All parcels have been sold. The sale of these lands produced $3,671,712 in
revenues.

(iv) Other Revenue Sources

(@)

(b)

(©)

©

Litigation against Potentiadly Responsible Parties:

In 1994, the City recovered $900,000 and the 30-acre Bessemer parcel from the
former dumpsite operation. The value of the land received in the settlement was
estimated at $500,000, and is recorded in the Generd Fixed Assets Account Group.

To date, the City has recognized approximately $1,946,000 in Munisport litigation
proceeds, in addition to the parcd of land.

Proceeds from Issuance of Capital Improvement Revenue Bonds:

During 1996, the City issued approximately $4.5 million in Capitd Improvement
Revenue Bonds to fund a portion of the cost of the Superfund Remedy and the final
closure of the Munisport site. The bonds, matured in December 2000, were paid.

Proceeds from Issuance of Promissory Note:

During 2000, the City issued a promissory note in the principal amount of not to
exceed $9,500,000 to finance the cost of environmental remediation at and closure of
the City’s Munisport landfill site. As of September 30, 2001, the City has received,
pursuant to the Note, the sum of $2,000,000. The loan will be repaid from the annual
proceeds of the Miami-Dade County grant, with a secondary covenant to budget and
appropriate non ad-val orem revenue.

Grant Agreement:

The City entered into a Grant Agreement with Miami-Dade County, Florida for a
twenty year term in which the County has agreed to provide an annua grant to the
City not to exceed $1,000,000 which commenced on October 1, 1996 and thereafter
each year during the term of the Agreement. Grant funds will be utilized solely to
pay the cost of the remedia action and the final closure of the Munisport site,
including principa and interest on the Note described above.
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a. Environmental Matters (Interama Property) (Continued)

(v) Overall Outlook

In the finad anaysis, it is the inherent and useable value for the City's 350 acres of
Interama land that disperses the potentia for an ultimate or net loss concerning the
environmental matters. For example, the 27 acres of City property located north of 151t
Street was sold to Miami-Dade County for $1.62 million, while taking into consideration
the wetland status of the property. This sdle was closed in August 1993. A 1992
preliminary appraisa of a northwestern 104-acre portion of the 170-acre landfill reflects
an estimated vaue of $8 million. The City, in March 2001, retained an independent redl
estate and appraisal firm to provide a market and valuation analysis of the property based
upon a best use of the site. The firm concluded that “optimum developed land value of
the site “As If Developed” is concluded at $500,000 per acre or $11.50 per square foot
average for the net developable acreage....” In April 2001, the City Council authorized
the issuance of a solicitation for the development of the Munisport Landfill site. The
solicitation contemplates the selection of a master developer for the site with the City
receiving income from an annual ground lease payment and tax income from the value of
the leasehold interest of the site. It is anticipated that a development agreement could be
finalized by December 2002.

It is the City's opinion that any ultimate loss to the City concerning the environmental
matters pertaining to the former Munisport site may be offset by the future use of the
land.

b. Other

The City has been named as a defendant in a civil action for breach of contract to recover
damages in excess of $436,000, plus attorneys’ fees, pre-judgment and post judgment interest,
and costs. This action arises in connection with services alegedly rendered by plaintiff, an
engineering firm, relating to the Munisport site. In 2000, a judgment was entered against the
City for $556,235. During fisca year 2000, the City paid to the plaintiff $380,284 on the fina
judgment, the judgment was appeded, and the City reserved rights to recover that amount.
Additiondly, the plaintiff sought approximately $1.4 million for attorney’s fees, post judgment
interest and costs. Following a determination of entitlement to attorney’s fees, in 2001, the
district court judge entered an order awarding $923,558 as fees and $63,175 in costs for a total
of $986,733. That order has been appealed and proceedings in the appea have been stayed
pending the outcome of the appeal of the final judgment. Accordingly, the City has recorded a
liability in the General Long-Term Debt Account Group for $1,163,000.

Subsequent to year end, the City learned that the appeal has been denied, in part and that the

City is being ordered to pay approximately $1.2 million in fees and costs. The City anticipates
being able to pay this amount over atwo year period.
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The City is a defendant in several additiona lawsuits as of September 30, 2001, incidental to its
operations, the outcomes of which are uncertain at this time. However, in the opinion of
management and lega counsel, the ultimate outcome of such actions will not have a materia
adverse effect on the financia condition of the City.

c. Contingent Liabilities

Federal and State programs in which the City participates were audited in accordance with the
provisions of the Single Audit Act, the U.S. Office of Management and Budget Circular A-
133, and the Florida Statutes. Pursuant to those provisions, financia assistance programs were
tested for compliance with applicable grant requirements. Grantor agencies may subject grant
programs to additiona compliance tests which could result in disallowed expenditures. In the
opinion of management, future disallowances, if any, of grant program expenditures would be
immaterid.

NOTE 17. POST EMPLOYMENT BENEFITS

In addition to pension benefits described in Note 14, the City offers post retirement health care
and group term life insurance benefits to al retirees who elect to pay the associated premiums and
receive the benefits. Retirees can insure eigible dependents. The premium cost is paid entirely by
the retirees and is at the same rate as that charged to City employees. In fiscal year 2001, there
were gpproximately 48 health and dentd retiree members and approximately 102 life insurance
members.

In accordance with the October 1, 1994 Police Bargaining Agreement between the City of North
Miami and the Dade County Police Benevolent Association, the City pays the full cost of heath
insurance premiums for children and minor dependents of officers killed in the line of duty,
provided they were covered by the City’s hedth insurance plan at the time of the officer’s death.
The coverage continues until such children/minor dependents attain the age of 18 or the age of 23
for full-time students. Currently, 5 children/minor dependents meet those igibility requirements.

In fiscal year 1997, the City offered a one-time Retirement Incentive to employees who had at
least twenty years of City service and who were at least 50 years of age. The incentive was City
paid group hedth premiums until age 65. Nine employees took advantage of this incentive. The
annual budget includes premiums for this group of employees and for children/minor dependents of
officers killed in the line of duty. Fiscal year 2001 expenditures for these benefits totaled $35,074
and $9,533, respectively.

Effective October 1, 1997, the City continues to provide paid group hedlth insurance premiums

until age 65, for elected officias of the City who have served a minimum of eight years and their
tenure as an elected official commenced after May 1991.
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In addition, commencing October 2000, the City provides paid group hedth insurance premiums
for any former member of the Administrative Staff who has completed ten years or more of
satisfactory service to the City in an administrative position or has completed 25 years or more of
satisfactory service with the City.

NOTE 18. NON-COMMITMENT DEBT
Health Care Facilities Revenue Bonds

In November 1998, the City issued $25,040,000 in Hedlth Care Facilities Revenue Bonds to
provide funds to the Affordable Community Housing Trust, a non-profit public benefit
corporation for the purpose of currently refunding the $20,515,000 principa amount outstanding
of City of North Miami Hedth Care Facilities Revenue Bonds (the Imperia Club Project),
Series 1992 and to provide financing for the cost of certain additiona capital improvements to
the hedth care facility. The Imperia Club is an independent elderly living facility located
within the geographic boundaries of the County. In 2001, the City received an annual issuer’s
fee in the amount of $47,288.

Educational Facilities Revenue Bonds

In November 1999, the City issued $6,000,000 in Educational Facilities Revenue Bonds to
provide financia assistance to Miami Country Day School, Inc., a not-for-profit corporation, for
the cost of construction improvements, additions, and renovations to an educationa facility,
known as Miami Country Day School. In 2001, the City received an annua issuer’s fee of
$5,850.

In January 1994, the City issued $23,640,000 in Educationa Facilities Revenue Bonds to
provide financial assistance to Johnson & Wales University, a non-profit corporation, for the
acquisition and renovation of facilities to accommodate the University’s post-secondary
culinary arts program in the City of North Miami. In 2001, the City received an annual issuer’s
feein the amount of $23,640.

Debt Outstanding
The City acts solely as alawful conduit in the issuance of the bonds described above and is not

lidble in any manner. The amount of debt outstanding as of September 30, 2001 was
$24,800,000, $5,600,000 and $23,640,000 respectively.



